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CONFIDENTIAL STATE 169763 

E.O. 11652: GDS 
TAGS: NATO XG, ETRN 

SUBJECT: CENTRAL EUROPE PIPELINE SYSTEM (CEPS) COST-SHARING 
REF: (A) USNATO 4088; (B) STATE 155424; (C) USNATO 4207 

1. CONCUR IN CONTINUED EFFORT TO OBTAIN COST SHARING 
FORMULA AS OUTLINED PARA 4, REF A. 

2. FYI: WE RECOGNIZE THAT INTERIM FORMULA NEAR 20 
PERCENT MAY PREJUDICE FURTHER REDUCTION THROUGH PANSA 
GROUP AS OUTLINED PARA 6, REF A, AND INSTTTI ITT ITON AT JZ F, 

EXISTING UNDESIRABLE TAX AND CEPS MANAGEMENT CONSIDERATIONS 
WHICH U.S. HAS SOUGHT TO REVISE. IT IS THESE FACTORS 

WHICH MOTIVATED THE OBSERVATIONS AND SUGGESTIONS FOR 
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REVISED U.S. APPROACH TO THE CONCEPT OF CEPS OPERATIONS 
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CONTAINED REF B. IT APPEARS UNLIKELY THAT WE WILL GAIN 
ULTIMATE OBJECTIVE OF ZERO CONTRIBUTION TO CEPS DEFICIT 
IN NEAR-TERM. ONLY SATISFACTORY ALTERNATIVE UNDER THESE 
CONDITIONS APPEARS TO BE DEVELOPMENT NEW APPROACH 
TO CEPS PROBLEM ALONG LINES SUGGESTED REF B OR SOME 
OTHER CONCEPT WHICH MISSION MIGHT WISH TO SUGGEST. END FYI. 

3. IN REPLY TO LETTER QUOTED IN REF C. RECOMMEND YOU 
EXPRESS APPRECIATION FOR HOLDEN S OFFER TO STRIVE TOWARDS 
A NEW AND EQUITABLE COST SHARING FORMULA, AND EXPRESS 
HOPE THAT THIS CAN BE ACHIEVED BEFORE REACHING FINANCIAL 
PROBLEMS ANTICIPATED IN HIS LETTER. KISSINGER 
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